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An evaluative study was done by the Advisory 
Committee on Student Financial Assistance of the structure and costs 
of multiple data entry (MDE) processing for work on applications for 
higher education financial aid through federal programs. The 
Committee reviewed reports, met with Department of Education staff, 
completed a position paper, and received oral testimony and written 
materials from the student aid community. The Committee formulated 
recommendations with regard to assessment of the expansion of the 
number and type of MDEs and the impact on students and families; 
examination of the standardization of processing fees paid by the 
Department of Education to MDE contractors; and evaluation of the 
payment of system development costs associated with delivering MDE 
services. The findings of the study indicated that the legislature 
should transform the current Pell MDE contracts into Title IV 
contracts that would implement a free, common form for federal 
student assistance; expand the number of MDEs to a level that 
optimizes services to students and institutions; determine the level 
and range of processing fees paid to contractors through a revised 
procurement process; and provide for determination of appropriate, 
allowable system development costs through normal, competitive 
processes. Attached are an MDE position paper and a report on an MDE 
hearing. (JB) 
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SUMMARY 



assessment of i£e s?"SSe ant r.^?= °J ed »■>. lamination and 

° assoc&eo SLn h Iera 9 °U S se^cer elOPment 
through the iSS^SSiS S ! K deSlre tQ rationalize delivery 

Recaranendations on MDB Structure and Costs 

° c^£S S^T*?* Pel1 m c °ntracts into Title IV 

o Expand the number of MDEs to a level thai- or^-i™ „ 

students and institutions. optimizes services 

o Determine the level and range of processinc fees naid 
contractors through an open, f airland competitive 

strongly as cost factors in proposal evaluation. 

o Provide for determination of appropriate allowahio ewe f m 
£2j5fF nt costs --S2t forms d^elS^l-^S^gh JoSS^ 
competitive processes as in most other ED procul«nenS! ' 

Necessary Actions 

The Committee's recommendations can be implemented thrnnah 
fn Si V6 i y stra ^htforward legislative or^admiSistraSve chanaes 
P?r^ S r ? Ct ? re ? f the u P°°™ing MDE and PelTp"c5rSients 9 
fiSS; partlcl P a tion criteria must be broadened to allo2 ail 
technically qualified processors to compete for M?E s!o?s The 



to students. LS^SSJ and s^tes! l??£™> servic « 

Timing 

^SnfS?" 1 ^ fe f^ S stron 9ly that these changes will lead to 

are now under development £me?y acce£a*ceTr tn^se f0ri """ 
recommendations and resolution of outstanding issuelwili ,11™, 

SuSons^ea^^ application lees for 

received from the financial aid community «?e Mtached? 
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BACKGROUND 



<b£SSt2\hng) r irSSi Bi *« Education Act 

recommendations on mul?iDl?S^i 4 ty to famine and make 
Section 483(a)(2), s^aS^that: 3 ^ P roce ^°rs. ^Hct, in 

P^cftSr^ -Itiple data entry 

Education Amendment! Acfof ifsT^n^ °! J** Higher^ 
Commission (sic) on stu<Ln; if ' Advisory 
examined and made ?ecom^eSL^ nanClal ^stance has 
the nu^er and fctnTS^SSSS! 2a**! ex P ans ^n of 
students, has assessed and mf *f ^ lts ^Pact of 
relative cost of plocessina ^Si f ecomroe ^ations on the 
development fees IrS SIf - g ap P llcat ions and 
recommendationl on ?L ?L? Xanilned and 
fee for the'r^u^en?^ 2?SSS ° f 3 stan ^rdi 2 ed 
Federal Government. 1 P roce ssors by the 

evaJuatSM Advisory Committee with 

improvements. 17 s * steja > » general, and recommending 

charges, m addition to sutoittin« ^ elated to its statutory 
Commxttee periodically reports to Co^f 111 ^ 1 report ' the 
notifies the Secretary^ ofSjcation? g ° n Specif ic and 

COMMITTEE ACTIVITIES 

° Sn^ne^Iic" ol^strucrure^S" 1 MDE contractors 
role they play in of Selerafaia!* "* 

° Sistor"a? oSe^'or'Ihe S " ff incl ^n 9 an 

structure ana 3SS 3" J5£M S^SS? 



° svtt™ ?^ a ^S? S ^° Ut the student aid delivery 

lno i udl "9 lss H e s related to the number and type 

° SWSf'S.SSSr 1 aC = eptance ° f *• Portion paper 

o Recommendations made to the Secretary on August 4 1988 
and to Congress on the MDE issues ( Attachment %).' 

DISCUSSION 

Expanding the Number/Type of Processors 

The Committee supports the intent of the law to allow an 

KrvLes relurr^SndL'tnS 10 ^ ^ Processors, 

xiic services required under this contract are no lonoer nrnrmo 

^alT??L??on ntia iK PrOCeS ?° rS apPear to have tSe J2EL£ ^ 
SS lot an Snln ^ • Commi * tee supports the Inspector oSral'a 
£f i f 5 pen ' fair ' competitive procurement that is nnr 
biased toward existing contractors through arbiSarv 
participation and/or technical evaluation criteria p. lrfhormnra 

of 6 t ^r^ tee SSeS n ° reason to limit St£SSSl oftne ££is' 
of type of processor— private, public, etc. 

However, expansion in the number and type MDE processors and 
greater competition within the currents1ructu?e SS Selected 
to have two negative effects on students and families: eXpected 

o proliferation of competing forms that deliver Federal 
aia ^ and 

° leer?o i s !uae„ts , ! mber " an,i eVen the level ° f " 

•^!- d " i0 ? to**" 55 " 5 «*» serious disadvantages, uncontrolled 

leUverv or "JSf '5* X" ^ ^ cont «<=« maintains se|arate 
Mil very of Pell and other Federal programs. Finallv eminsim 

anaJvsL' n rS e f^% i S COn ? iSten,: with «»«»•• • illusion oHee! 
analysis for all Federal programs in the law with the addition of 



^V^lX^Tir^t i S te ? ulted is a soluti.cn 
reduces the number of forms "So^L** 88 to need y students, 
and other Title iv programl.' lnt egrates the delivery of Pell 

gaf ^emen^a ll£,^r*£tk?? 0 ^ IV "» —act. 
contracts through a comi»H??„i forra and awarding those 

factors as ■^V.S^M™?^^;-^ "epical 

2; SETS ^ir^a SSTSS oo1Lf n to expanding 

constitutions, the toUowing^eafS^" 3 s arvices to studenls 
changes to the MDE procurement!: ° r administrative 

° ^.^rsTelSSnaSn^??^ 1 ^ «"H«- 
criteria, eliminating arbitrary participation 

^^^STlSS^t^SS^y* ? r88 ' form 
the current Federal fora as th^ 8 f 81 3 i d and annate 
aid without charge, he means for applying for 

° contract 2SSE atecS^" J^ 8 " ful1 s arvice 
services io stiJaStl anl^itution 3 ^ 2 ^ f e P°"in, 

de-Sver^^t^^ neeS n ?o f0t 

° )38ZfS£2£gttL£ *T^l£t ^i'^iitV for 
on serving the disadvantaged. Particular emphasis 

Standardization of Processing Fees 

SnSSST siems^lar ge^Kssa^SI f88S P8id * *° to MDE 

is ihconsis?enr„ftt cSn^f^?^!? "*in9 ourrent ranges 

oontractors and is , JS'ta^S^SSoffiS? p «»^» 

Ke^refc^ 

contractors, in order .T 8 , >,f nt ly delivered by MDE 

must include soph^Scated reportSc^ ?*J™«* contracts 

other services not covered oy'curreu, MSfcontracts™ 081165 ^ 
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The Committee recommends that: 



all processing fees be established competitivelv in 
Snge^rSolS^st^ 0119 C ° n "*«°" to reduce the 



Development Costs 



more important? since ?he cSKJ 1 * 1 ! 8- 1 ^ SeCond issue is the 

require^se'of * a co^FedSTfo^ "losts^loL^f *? ^ 
must not be reimbursed V4 " ax rorm ' cost s for forms development 



must not be reimbursed. 

CONCLUSIONS 



The Committee's recommendations are eminently f a «i H „ ,„„ ^ 

implemented through either administrative or leaiSJ^?,.^ 
Ichedut^anS 0 ^? 1 " 1 ^ in *e areas of proourement aCtl ° n - 

^ntS^the i« SaSS ?earTr» s 
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Introduction 



the improvement of th« ...SSS "! **t* ce 30(1 "commendations on 
has beenjustty oritioJS 5J «SifJ? Uv< f 5r systen - ^ 

SsSA? SSSlS Welfare ^la^oo^ 

For years, decisions about the various Fed**™! , . 

made in piecemeal fashion. £L m£?aa S2Si5^ffii5?i? # £ Ben 
requirements and separate deliverFs?st2ms fo? Pell c^L 

233* is^-^H^l 

S V dissa?isf alt?oJ U S?S%S f the m P^ 688 nas necessitated 
oy aissatisraction with the non-competitive nature of those 

Procurements. Both the Congress and the ig are^n record Ihat 
^S^iSJZ******* unique ' ^efit froi%reater 

and^amilS. "In^.T " SUlt i n adverse oS students 

ana ranajj.es. in this last regard, two issues are n f -Hfir.i 

J 0 ^, Committee ; ptoliferattou™? f «°L?f eeTto 
students~and families to apply for Federal aid. 

1***^ J"» contracts have in the past served to minimize 

?SerhlJe^lso^2™J„:^ CtS ° f tWO delivery^ystems , 

taiey nave also perpetuated numerous forms and application fees 

^K P J i ? ary rCMoa £or this w »« that need analysis - the Unif I'rm 

dK^K -c^EL^ 0 "* 0 ** thC fin **<^ comity™ 
7«:iyS a.i ^•"P^-based programs, as well as several 
institutional and state programs. While students under the 

SftS STKlfS ^J°? Pell '^* y ^""nleSrS'file 
rree tor the Uniform Mecnodology. Thus, the MDE contracts are 

|ell contracts - not Title IV contracts - and servS S unde?w?ite 
the existence of different forms and processing fees? un(lerwrite 



family CDntributio? "hedule^ iS So 1 ?" n °V s does the Pell 
revisions by the Stress? the ldW SUbject to nearly 

the^l XtSSTJ. Pel^on^ 6 ^ t0 COntinue *> *~ 
without the free common f edSa^fSm »SSf ^tfnuing a system 
new MDE contracts mus? br?SS§^on??^f b J ?? n * ress - 
federal programs free to appIIc^nTs 522 V dellveril »g all 
used as leverage to~encourSi Se Con *racts must^S 

institutions tl coopSSS X .SSTE?™' serv i«*s, st »tes and 
Federal delivery sylSm" Thev^S* £ n f f? d rat i°nalizing the 

as sssl?m SSS^. 

Criteria such as havi no one's r£m i„L, „" Federal programs, 
arbitrarily restrlSrSl^ri?!^ 0 ™,^^ "? to 

SIS?™ — this Icn^^atS^i^SS^ 

reimbursement of forms development, 
wttr Pr ° VideS a detailed discuwion of 
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Background 



^^^L?12S5?2Z ° f M "=«i°n has contracted 

ap Pl icationia?aio^ele!l P §?an? S ?S t ?S? f**" t0 provide 

Sl!no Y 0 f UPliC "™ aPPUcaSoS: 'SSs^truciufe 
consisting of separate processors and in ^7** ' 

sSSr= e ? h ^LKoS^n?r'l^ ^ contracts were sole- 
however, a morrcoSStlvTprocess w2 ^?LS Ceil J P f ocure,,,ent ' 
Prices and increased fro^r"'^"! ^^"of^*^ 

fr^^rorS^orl!^'^ ^S^or a 
"itSS'th^^^ 

neer o oli^L?^e?ai n S?ernativ^^ t ° f M «="ion has 
conf igupiSon: " vetal •"ernatives to the current 

° f??i4 de S? ntra l ization of application processing - 
elimination of the Application Central Processor 

o full centralization - elimination of MDEs 

o status quo with some technological improvements 

° ^e fi ^ S S atUS ^ " a11 *PPlication functions to 

Sn?ra? a pr^cessS?? a9einent ' Mta *** COmput " witn the 



Processing of the Federal form - a major issue - devolves to one 
of the MDEs in the first and fourth options. 

While ED has not made public its choj.ce among the four options, 
it is clear that the Committee's recommendations on these matters 
must be seen as part of possibly large shifts in the delivery of 



Organization of the Paper 

The following sections of this paper present the purpose and 
approach that the staff has used in developing the position 
presented here. The paper presents the ideal Federal system 
(long-term goals) and the objectives that should be used to 
evaluate or design short policy proposals. The paper then 
identifies a set of issues for each basic question (e.g., number 
of MDEs) and develops recommendations. 

Purpose 

One of the most important charges to the Advisory Committee is to 
examine and assess the structure and process of multiple data 
entry in the delivery of the Pell Program. Specifically, by 
August 1988, the Committee must provide the Congress and the 
Secretary its recommendations regarding: 

o increases in the number and type of MDE processors; 

o standardization of processing fees; and 

o payment, of developmental (as opposed to processing) 
costs to MDE processors. 

Critical to developing its recommendations in each area is the 
assessment of impact on students and families of each proposed 
policy. Committee staff have been examining these issues, 
discussing them with Department officials, and preparing a 
position paper to be discussed at our July meeting in Denver. 
This is a first draft of that position paper for your review and 
comment* 

Approach 

Our approach in developing short term recommendations is to first 
identify several design principles that underpin the ideal Title 
IV delivery system and required improvements in the long terra . 
These principles emanate in part from our reading of 
Congressional intent as revealed by recent legislation. They 
are: 
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o Simplicity 

o Integration 

o Decentralization 

° Equity 



desired dire = tion of leXi".^ SS^^T^^. 
The Ideal Svatea f 

^leraf^s?^ 168 abo " Can be USed to the ideal 

o A free, common form for all Federal programs. 

° l^i?!* i^ Cgrated need ^lysis and eligibility rules 
for all Federal programs that promote eqSity goalsT 

o Decentralized, distributed processing with central 



Objectives 



JSC S5STS5t^JTO-^ a ^WJ5 

o The Advisory Committee must recommend actions that 
reduce the number of forms that delive? Federal aid 
Movement must be toward a common form for Federal 
programs and its development should not be delated bv 
procurements based on the status quo. delayed bv 

° wlS^iS^Sf? short -term policy must be consistent 
with simplifying application and eligibility 
2Sr5 rinin £ lon P rocess es for students and families. 
Changes that make these processes longer cr^ore 
complex are not acceptable. 

o Short-term changes must be consistent with 

decentralizing those functions related to the 
student/institution interface. Only database 
^?^ e 2J' disbursement, and reconciliation functions 
require the current level of centralization. 

° All changes must lead to greater program integration. 
I?- £ SJ?S f "S^^tion of means testing, program 
eligibility determination, or delivery i2 acceptable. 
MDE processing must strongly support the acceptance and 
use of a free, common Federal form and the 

S°!2?f i °5S 1 "J** 0 * 010 **- Changes should not sustain 
°*** d costs for students and families to 

prove neea. 

o Any changes must enhance the ability of Federal 

23E2V 0 S ! rVe ^disadvantaged populations— the 
primary target group for the Title IV programs. 

iS.S2iifiF#2L t 5 M * ob if cti Y e »' **° Practical constraints can be 
ieSSuS2.f Congressional intent and current procurement 

o Disruption to the delivery system of any short-run 

sSE2!!. ( !;2*i P rocuren>ent futures) must be minimized, 
students and families must see only improvements. 

o Short-term changes to procurements must be consistent 
with standard, accepted, competitive practice at ED. 
SMSL C S ntrac i s ar * nolonger unique and must be 
designed to produce efficient, effective delivery of 
MDE services to students and institutions 



The objectives above can be used to identify recommendations to 
the Secretary and the Congress regarding the upcoming procurement 
of MDE services. The recommendations must include advice 
concerning increasing the number and type of processors, 
imposition of a standardized fee, and payment of development 
costs to contractors (to convert systems, not forms). Our 
recommendations are outlined below. Discussion of each 
recommendation is provided in the next section. 

RECOMMENDATIONS 

Number of MDBss Issues 

o Should the number be expanded? 

o Should constraints be placed on increases in the short 
run? 

o Does it depend on what happens to the Central 
Application Processing Contract? 

o Should that contract continue if the number of MDEs are 
expanded significantly? 

o Should the MDE contracts remain essentially the same 
(i.e.. Pell Contracts) or be Title IV-wide contracts? 

o How does the structure of the MDE contracts relate tc 
the goals of a common form and free processing of Title 
IV aid eligibility? 



Number of MDEa: Hei laniwlitiona 

o It is advisable and consistent with the intent of 

Congress to expand the number of WDE processors only if 
this leads to implementation of a free, common Federal 
form for Federal aid. 

o It is not reasonable to place arbitrary restrictions on 
the number of new MDE processors. 

o As the nature of the MDE contracts changes, ED should 
eliminate the redundant application processing 
functions of its central contractor ( s) . 

o The new MDE contracts must be viewed as "Title IV" 
processing contracts—not just Pell contracts. 

o Their primary goal should be free, distributed 

processing of all Title IV aid eligibility for needy 
students. 



Type of MDBsz Issues 

o Should there be limits on the kind of MDE processors? 

o Should all private , "for profit" firms, nonprofit 

service agencies, state agencies, and institutions be 
allowed to compete? 

o Should limits be placed on participation by agents who 
are not now processing forms for students and 
institutions? 

o Should "type" be limited by arbitrary participation 

criteria or technical procurement evaluation criteria? 

Type of MDRs; RecrmwnpnriatJLona 

o Only organizations willing to implement a free, common. 
Federal form should be allowed to participate in the 
competition* 

o It is advisable, in the near term at least, to place 
some limit on the kind of organizations (corporate 
experience) that may participate in the MDE 
competition. 

o It is not advisable to restrict participation to 

exclude large, private contractors or state agencies 
with considerable experience in student aid processing- 
-especially if the application processing functions of 
the central processor are to be eliminated. 

o Technical factors should be as important as cost 
factors in the evaluation. 

Processing Fees; Issues 

o Should processing fees be competitively determined, 
negotiated or standardized? 

o Can such fees legitimately vary across MDE contractors? 

o What is the ideal relationship between MDE processing 
fees reimbursed by ED and application fees charged to 
students? 

o Who should pay for Title IV aid eligibility 
determination? 
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Processing Fees; Recommendations 



o Processing fees (the amount reimbursed by ED) must be 
competitively determined. 

o It is reasonable, as in most other Federal 

procurements, for these fees to vary somewhat from 
contractor to contractor within an acceptable range. 
It is not in students 1 or institutions' interest to 
standardize these fees through a non-competitive 
process . 

o The costs to students of applying for Federal aid must 
not increase; indeed, more students should be processed 
at no charge to the student or family. 

o Costs must not be shifted to institutions. Current 
services should be maintained through redesigned MDE 
contracts . 

Development Costa; Issues 

o Should development costs be competitively determined? 
o What costs are allowable? 

o Is it reasonable for development costs to vary across 
MDE processors? 

Development Costa s Recr— — 

o Development costs for modifying and converting 

processing systems should be competitively determined— 
not negotiated as in the past. This is standard 
practice in all other ED procurements, even those that 
select multiple contractors. 

o Reasonable system development costs are allowable; 
development costs for forms development must not be 
paid. 

o Development costs can, indeed should, vary from 
processor to processor as in most other Federal 
procurements and multiple award contracts. Contractors 
should be encouraged to trim such expenses through the 
competitive process. 



DISCUSSION 



Number of MDEs 

The issue over the number of MDEs used to deliver the Pell 
Program has arisen because of dissatisfaction with the structure 
of the MDE procurement process and the contract put in place by 
ED. Concerns have been expressed about the arbitrary and 
restrictive participation criteria as well as the negotiated 
character of processing fees and developmental costs. The major 
problem according to critics is the uncompetitive nature of the 
process and an unacceptably wide range of fees and charges 
reimbursed by ED. 

While the Advisory Committee recognizes these concerns, the most 
important issues relate to designing the next round of MDE 
procurements to move the delivery system in the direction of the 
goals identified earlier in this paper. Of paramount importance 
is the role these contracts and Pell Central Application 
Processor play in the overall delivery of Federal student aid. 
The Advisory Committee feels that continuation of the status quo 
with more MDEs does not move toward these goals. As the number 
and type of MDE processors expands, the redundancy between these 
contracts and the Pell Application Processing Contract is simply 
preserved and becomes much more costly, it is not desirable from 
a policy or technology standpoint for numerous MDEs, qualified to 
perform all computational and data transmission functions, to 
send data to another processor for redundant calculations. 
Expansion and decentralization of MDE functions must be seen as 
consistent with the elimination of centralized application 
processing functions. The database management, disbursement, and 
reconciliation functions must, however, remain centralized and 
under the direct control of ED. 

As the MDE contracts became more important in the application for 
Federal aid, it is critical that they be viewed as Title IV-wide 
contracts. Eliminating the Application Processing contract 
without making each MDE a Title IV-wide processor — i.e., giving 
one MDE the Federal form — is an unacceptable solution that 
continue* dual processing. These contracts must be used to 
further the goal of free application and eligibility 
determination for Federal programs for needy students. They must 
be used to move toward a common Federal form and integration of 
need analysis* and pirr^gram eligibility — not to underwrite 
different forms and processing fees. 

The services procured by ED under these contracts are not unique 
and should be structured like other competitive procurements at 
ED. With regard to the number of MDE processors, several points 
are important: 
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o There is evidence that substantial numbers of 
processors exist who can properly deliver these 
services to students and institutions. 

o Indeed , in a world of decent rali zed , truly distributed 
processing , for very large institutions an MDE may be 
redundant, since these institutions can be 
electronically linked to a central database management 
and disbursement system — especially for 
reapplications . 

These facts suggest the following approach. 

o Move gradually to a more decentralized MDE process. 

o Select new technically qualified processors. 

o Eliminate disruptive competition between existing and 
new MDEs as to forms and models. Students and 
institutions are served by competition that brings 
costs down and increases services. 

o Plan for an eventual move to a world of distributed 
processing where institutions and agencies can be 
directly linked to ED f s central system — especially 
for reapplication. 

o Redirect resources currently spent in the Application 
Processing Contract to the MDE contracts to cut costs 
and make them Title IV contracts. 

The Advisory Committee should avoid recommending a given number 
of MDEs in the short run. Instead, ED should have the 
flexibility to choose the exact number of processors on the basis 
of technical and cost information supplied in the competitive 
procurement process. Indeed, ED should not prescribe a number of 
MDEs in its RFB to avoid under capacity. For example, ED may 
select the five that have the lowest cost and highest technical 
qualities* However, collectively, these five may not provide 
adequate capacity for processing applications. 

There are alsp analytic reasons for the Advisory Committee not to 
recommend a number. Despite requesting from ED information 
concerning analyses that would underpin such a recommendation , 
none has been provided. Thus, without adequate cost and capacity 
data it would be arbitrary to identify an optimal number of MDEs. 

Type of MDEs 

As long as the services procured from MDEs are specific — 
implementation of a free, common form — and strict, standards are 
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met, there are few grounds on which to limit the type of firm, 
agency or institution that can participate. However, it is 
important that prospective MDE processors have the financial and 
administrative capability to perform the services required. It 
is also important that ED maintain control of the competitive 
process and not let a "cost shoot-out" among new paper processors 
result in wholesale displacement of existing, qualified 
processors with corporate experience in student aid. At the same 
time, however, a clear signal should be given to incumbent 
processors that cost will be an important evaluation criterion. 

Expanding the number and type of MDE processors can have two very 
different impacts on students, families, and institutions. On 
the positive side, it could lead to more processing alternatives 
and lower costs. On the negative side, without strict controls 
it will lead to proliferation of forms, loss of service, greater 
confusion, and unnecessary and harmful competition among 
processors. Much of this depends on how ED structures its 
procurement in regard to participation and evaluation criteria. 
ED should be planning very carefully for migration to a very 
decentralized system in which large institutions or consortia of 
states or institutions might be linked to ED's central data 
management and reconciliation processor. As long as current MDE 
processors are encouraged to be cost competitive, a gradual 
movement is to be vastly preferred to disruptive change. 

In summary, ED should use this opportunity to change the MDE 
procurements to require: 

o Use of a common Federal form by all MDE processors; and 

o Free processing to students and families for Pell and 
the Congressional Methodology; 

o Standardized, statistical reporting and summary 
services to institutions at no cost; and 

o Free, early diagnostic services for junior high school 
students. 

MDEs should be free to charge fees to students, states, or 
institutions to collect additional information or provide further 
services* Institutions and states will likewise continue to 
gather additional information required for their programs. 
However, they must accept Federal eligibility reports from any 
approved MDE contractor, for Title IV aid. 

Standardized T^es (Processing) 

The interest in standardizing processing fees stems largely from 
dissatisfaction with unacceptable variations in the negotiated 
fees under the current contract. However, standardizing such 
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fees using current ranges resulting from a negotiated contract is 
much less desirable than determining their level through a truly 
competitive process. Indeed, standardizing fees, to the extent 
that it involves a movement away from competition, is a step in 
the wrong direction. 

In addition, these fees should not be standardized to include the 
array of services currently delivered by MDE contractors. As 
these contracts move toward "full" service, Title IV contracts, 
flexibility and competition will be required to determine the 
array of fees that best serve the interests of the Government, 
students and institutions. 

Development Costs 

It is typical for the Federal Government to allow for and 
reimburse contractors for modifying data processing systems to 
deliver required services. Two major issues associated with 
development costs in the currant MDE contracts have caused great 
concern: 

o their negotiated level and variability from contractor 
to contractor; and 

o more important , the possible inclusion in such costs of 
forms development charges. 

The first issue is a relatively minor one that will be eliminated 
by a truly competitive, MDE procurement process. ED should 
design their procurement so that it is virtually impossible for 
contractors to pass along inappropriate or excessive development 
costs. The second issue is more important. No reimbursement for 
costs should occur for forms development. Indeed, the Advisory 
Committee recommends that ED prohibit the use of different forms 
for Federal eligibility. 
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SUMMARY 



The Advisory Committee has been charged by Conaress tn 
STSdtSISaS recreations tSat ^Vlil Suvery 

The ideal system is an efficient one with a free ™mm„m 

determination unduly complex, and processSig 9 reJiidLt. 
The current MDE contracts serve to perpetuate separate 

?nii« erY S f Pel1 and other Title IV Programs? SSSSul 
forms, and processing fees to students and theJ^rammes. 

Now that both the Pell family contribution schedule s „h 
toSSS^"! thodol °^ ^ tS law? n t^s^epIrtrfonf 
SSeclssar?. ' "* processin 9 fees are totally ' 

The current MDE contracts must be changed from Pell 
"??s1r^ *WSo2i form- 

elLina?ed? 6 ^ Application Processing Contract should be 

^a^Si m co ?tracts must include adequate and timely 
SEE i? g serv * ces to students and institutions and free, 
early diagnostic services to high school students. 

cSLU^^lS! s ! lec J ed competitivelv in an open, fair 
critKiit without arbitrary, restrictive participation 

J?JSf°?! a8ing f eea and development costs should be 
determined competitively. 

All MDEs must implement a free, common form. 
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INTRODUCTION 

One of the most important charges to the Advisory Committee 
is to examine and assess the structure and process of multiple 
data entry in the delivery of student aid. The Committee has 
been asked specifically w ,o provide Congress and the Secretary of 
Education with recommendations relating to the expansion of the 
number and type of Multiple Data Entry (MDE) processors, payment 
of costs for developing forms, and standardization of processing 
fees. Over the spring and early summer of 1988, Advisory 
Committee staff studied issues related to the selection of MDE 
processors, the definition of their tasks, and their role in the 
delivery system for federal student financial assistance. This 
study resulted in a draft position paper which would form the 
basis for the discussion of the MDE issue at the Committee's July 
1988 meeting. 

On July 20, 1988, the Committee held an open hearing on 
issues relating to MDE processors and their role in the student 
aid delivery system. The hearing was held in conjunction with 
the National Association of Student Financial Aid Administrators 
(NASFAA) annual conference in Denver, and conference registrants 
were invited to participate. In his letter of invitation, 
Dr. Dallas Martin outlined the design principles and objectives 
that the Committee's draft MDE position paper had articulated 
( see attached) • 

Twenty-six people offered testimony at the hearing on 
July 20, 1988. They represent most of the parties interested in 
federal student financial assistance policy: minority and non- 
traditional students, financial aid administrators, a pre-college 
counselor with Talent Search, a state loan guaranty agency, a 
representative of a state student aid commission, private firms 
that perform need analysis, and representatives from three of the 
current MDE processors. The fifteen aid administrators 
represented every geographic region in the country, and reflected 
the entire spectrum of higher education: public and private, 
selective and* open admission, 2-year and baccalaureate, 
vocational programs and large research institutions. (See 
attached for a list of presenters.) 

THUMBS 

The written testimony of most of the participants is 
appended to this report, but some general themes were apparent in 
the discussion and are highlighted here. Those who addressed the 
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^^ . ^nr^d the long term objectives outlined in 
^Co^itl^^ ™ processors: 

o reducing the number of forms needed to deliver federal aid 
o simplifying application and eligibility determination 

processes for students and families 
o decentralizing the student/ institution interface 
integrating means testing and delivery 
increasing service to disadvantaged populations 

o processing need analysis forms at low or no cost to 
students . 

vmile there was support ^^^^^JS^S^T^ 
MDE position paper, presenters *^° u1 ^ * asionally dissented 
strategies for achieving those goals, "*^^J£5ary of the 
from the Committee's recommendations. A brief suranary 
discussion surrounding each of these goais roxxo 

REDUCING THE NUMBER OF FORMS NEEDED TO DELIVER FEDERAL AID 

Nearly every person ^ g ^**£?£ l &S^ %?tu£T 
inefficiencies and duplication of effort the nurobe r of 

data collection system, ^^^fgrow every year, and the 
forms they are required ^ollect grow evety^ chilling for 

institution - forms that cover 143 pages. 

It was noted that f^^l^TSSlSSS^ «^>« 
interface to the MDBS ^4^Y"J^iS;*S order^o receive aid. 
of forms most students need to_ shots' Pell 

^^^^'.S^^r^ 1 other 

PgappllCAtlon 

in the discussion of simp^icjtion ^stions^ere raised 
about the utility of annual ~*»lic»t* that information supplied 
the same institution. It was jug subs tantially 

in the first-year aid J^S^^SS^SitUm would 
in subsequent years; eliminating reapF** 
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FOR STUDENTS AND FAMILIES 

Th«» Problem *-v,oir 

Those who testified indicated thataid 
families are confused by the ^^periodsT and interest 

of information, but ■ several people commented on the 

IncrealHn =omp!eiiS ^j^SS^^S^^ 

sSw"a?:s*aM^ff» has also 

complicated the form. Waemen 
Ssaasa ^ aJMSS f Question 5^ 

Those who testified at the hearing put ££ard "any^ fe lt 
suggestions for s^li^^be^rS^ed by reducing the number 

W®S?5£f«^ - document 
aomSistrator, ■ prof ...^^d, «S*^SS5T«d 

audit requirements - in « e J!° r h * ° tota demands on students ana 
mongers, »ot couplers.- TOe heavy Aoootdln , to one financial 
parents result in X™,- comnon but rarely results in a 

ltd director, recalculation is f^"^ ^ adn inistrators 

significant change ta is important, but fear that 

acknowledg. that ""^St aDSorbinTscarce resources, 
verification procedures are aosor 

»ii-inatlng the S — " t Tnfo " ati ° P 

—loTwI^nu^ 

information, others felt that the ability of 

income students, and wouxa uxu pool of eligible 

students* "s^sulgefteftnlfaSU and simple form be — 
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^ cedents (those unlikely to have 
available to the ^ es ^,S??icant tlsels , while students with 
real estate and other significant ass ^ situatio ns might be 
greater resources or more - c ?™ p ^ P iementary forms. IA parallel 
required to elaborate or file ^uppieme n*^ y various types of 
wasdrawn between this two-form system^ even suggested 

At forms - 1040, 1040A, and 1 0 4 OEZ ^ families might 

that the tax f°™^ f i^ncLf aliform they should use.) Other 
dictate the type °VtnS ifmight Still be possible to develop a 
presenters W^^! ™ulh a two-tiered data eolle^m 
single modular form to serve sucn » ± (such as income below 
sys?em: students who ro « e ^ r c ^|t fiction by an appropriate social 
a certain dollar amount or ^rtificati Sonographic data and 
S^Wi^ ^stuLn^would fill out the entire 
form. 

DECENTBALIZIHG THE STODEHT/IHSnWII™ 

msinatig of aa esasssz ssssaffi 

D e=entrali«tion of n> ^^o^VSSS^' ^ 
those «ho offered test^on,^ e %^^ on to limit the 
dismay at the Committee = " n JItegrity, disbursement and 

M"n**»r q£ 11088 . „ function 

While there was ^"^^g^S^^g* 
should be decentralized, there was less g greater numbers 

optimal number of MDEs might be .^* t £ ion , forcing processors to 
of MDEs would engender greater c««f« others felt that 

?ower their prices and of f er more »ervic create a substantial 
adding even one more MDE P^^^uly confuse students and 
data management burden and would unau y ^ increase in the 
their parents. Most of those «^ aa £ expansion should occur in a 
number of MDEs cautioned that sucn adxni nistrators , 

rtudenf,^^ 1 Unotn n ; g lno 1 ie! an opportunity to maKe 
appropriate adjuetaents . 



section of-MDE. bidding process 

specifications be written jo lnciua witness expressed 

dissemination, and research |ervices ; ^ when lenders and 
concern about the potential tor 
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guaranty agencies are allowed to serve as MDE processors, fearing 
that the data collected might be used to develop prospect lists 
for the sale of financial services and other products. The 
Committee asked other witnesses to comment on this prospect, and 
they acknowledged that while such an abuse was possible, steps 
could be taken to adequately safeguard students' interests. 

INTEGRATING MEANS TESTING AND DELIVERY 

Three Models of an Integrated Form 

There was unanimous approval for the integration of the Pell 
application with applications for other Title IV aid, and three 
models were discussed for a Title IV-wide application: one on 
which only the data elements would be specified; one on which the 
sequence of the data elements would also be specified; and one 
which would dictate every detail of the form, which would be 
uniform across all processors. These three models range from 
complete standardization to complete flexibility, and there are 
strong arguments for both extremes of this range. During 
discussion some voiced the opinion that complete standardization 
would be too restrictive; differences in technology might require 
' a variety of data element configurations. Others argued that a 
regulated sequence of data elements would facilitate the 
retrieval of information by aid administrators, particularly in 
institutions that receive applications from more than one MDE 
processor. 

INCREASING SERVICE TO DISADVANTAGED POPULATIONS 

Simplification 

While all users seem to have trouble with the current 
student aid applications, presenters stressed that disadvantaged 
student populations (especially first-generation filers) often 
find the length and complexity of the forms particularly 
intimidating and the vocabulary particularly confusing. Rather 
than providing access, the applications for financial aid are 
keeping so— students out of college. According to one 
presenter, many college-eligible and aid-eligible students are 
opting for military service over higher education because the 
process of enrollment is easier. Many of these students expect 
that the armed forces will pay for their education, but few 
actually matriculate upon leaving active duty. 

Early Diagnosis unification 

Financial aid practitioners testified that early 
notification of financial aid eligibility substantially enhances 
the likelihood of postsecondary matriculation and is therefore 
critical to the success of programs designed to serve 
underrepresented students. They stressed that evaluation and 
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counseling should occur at least as early as junior high, as 
students who are secure in the knowledge that they can count on 
financial assistance for their education are much more likely to 
complete a precollege curriculum. Early notification also allows 
families to plan ahead and budget for educational expenses. 

impact of Proposed Default Management T-gqislation 

Both students and aid administrators worried that the 
default management proposal to hold GSL loan checks for 15-30 
days would harm low-income students, who often arrive on campus 
with little or no money. The lack of access to their loan funds 
could cause students with scant personal resources not to enroll. 
Even if students do enroll, they may postpone the purchase of 
books and supplies, creating an unnecessary academic 
disadvantage . 

PROCESSING NEED ANALYSIS FORMS AT LCN OR NO COST TO STUDENTS 
Who Pays? 

Everyone found the idea of free processing very appealing 
(and for low income students absolutely essential). However, a 
few people recognized that reducing the cost of processing for 
students translates into increased costs for someone else - 
either the schools, the Department of Education, or the 
processors themselves - and were concerned that this new expense 
would diminish resources available to provide other important 
services. 

Contin"*"^ »ree/Fee Dichotomy 

A minority of those present suggested that processing fees 
should only be waived for students who are low income or members 
of groups under represented in higher education. They further 
suggested that some of the models suggested in the discussion of 
simplified need analysis (such as the development of a two-part, 
modular form or an "EZ K form) might lend themselves to easily 
identifiable free/fee divisions. 

OTHER HOD ANALYSIS CONCERNS 

There were observations about the current structure of need 
analysis and suggestions for improved analysis and delivery that 
went beyond the Committee's short-terra focus, and many at the 
hearing urged the Committee to consider a variety of *^gestions 
ftr further study. One person asked that the formula basis for 
determining the Standard Maintenance Allowance be reviewed, and 
perhaps adjusted for regional variations in the cost of living. 
Administrators in vocational institutions expressed a jseed for 
accommodation of other than 9 month programs. 0n e™?!? 
asked the Committee to recommend the restoration of the Special 
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Condition Form to the delivery process for documenting special 
cases, such as death of a spouse* Two people mentioned the 
possibility of using several years 1 information to assess 
parental ability to pay. Another presenter urged the elimination 
of the overaward provisions in Congressional Methodology, 
allowing CM to be decoupled from the allocation of institutional 
(non-federal) funds. While recognizing the necessity of audit 
and program review functions, aid administrators unanimously 
agreed that "policing" by ED is overemphasized, and felt that 
better training programs would more efficiently and effectively 
address the problems of misusing funds. 

Finally, there were questions raised about the logic behind 
need analysis policies and formulae: Is it incongruent with 
society's financial priorities? Does the system punish those who 
plan for their retirement, systematically save for their 
childrens 1 education, or otherwise demonstrate sound, responsible 
financial planning behavior? Aid administrators and students 
told the Conanittee that families perceive budgets, cost 
estimates, and needs analysis (particularly base year income) as 
inaccurate and perhaps not fair. They worry that these 
perceptions undermine the credibility of the student financial 
aid delivery system and diminish the cooperation necessary to 
make it work. They urge the Committee to expedite the review of 
these issues. 



